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note and security agreement and the 
loan deficiency payment application 
that must be executed by a producer to 
receive marketing assistance loans and 
loan deficiency payments. 

(b) The basic loan rates, the schedule 
of premiums and discounts, and forms 
applicable to the cotton marketing as-
sistance loan and loan deficiency pay-
ment programs are available from FSA 
offices. The forms for use in connection 
with the programs in this subpart shall 
be prescribed by CCC. 

(c) Marketing assistance loans and 
loan deficiency payments will not be 
available for any cotton produced on 
land owned or otherwise in the posses-
sion of the United States if such land is 
occupied without the consent of the 
United States. 

(d) Notwithstanding the other provi-
sions of this part, a producer may only 
receive the maximum assistance al-
lowed by part 1400 of this chapter. 

(e) Eligible producers, under 7 CFR 
1421.4, who produce upland cotton dur-
ing the 2002 through 2007 crop years on 
a farm that is not covered under a di-
rect and counter-cyclical program con-
tract, as defined in part 1412 of this 
chapter, are eligible for marketing as-
sistance loans or loan deficiency pay-
ments as are eligible producers who 
produced commodities on farms cov-
ered by such a contract. 

§ 1427.2 Administration. 
(a) The marketing assistance loan 

and loan deficiency payment programs 
shall be administered under the general 
supervision of the Executive Vice 
President, CCC, or a designee and shall 
be carried out by FSA employees, and 
state and county committees. 

(b) No FSA employee or committee 
may modify or waive any requirement 
in this subpart, except as provided in 
paragraph (e) of this section. 

(c) The State committee shall take 
any required action not taken by the 
county committee. The State com-
mittee shall also: 

(1) For the 2001 crop year only, allow 
producers who, in good faith, violated 
the terms and conditions of the note 
and security agreement resulting in 
the producer losing beneficial interest 
in the commodity before repaying the 
loan, to repay the loan at a rate that is 

the lesser of the loan plus interest, or 
the adjusted world price, as determined 
under § 1427.19, in effect on the date the 
beneficial interest was lost. 

(2) Correct, or require a correction of 
an action that is not in compliance 
with this part; or 

(3) Stop an employee from taking an 
action or decision that is not in accord-
ance with the regulations of this part. 

(d) The Executive Vice President, 
CCC, or a designee may determine any 
question arising under these programs, 
and reverse or modify a determination 
made by an FSA employee or State or 
county committee. 

(e) The Deputy Administrator for 
Farm Programs, FSA, may authorize 
State or county committees to waive 
or modify deadlines and other program 
requirements in cases where lateness 
or failure to meet such other program 
requirements does not adversely affect 
the operation of the marketing assist-
ance and loan deficiency payment pro-
grams. 

(f) A representative of CCC may exe-
cute marketing assistance loan and 
Loan deficiency payment applications 
and related documents only under the 
terms and conditions determined and 
announced by CCC. Any document not 
executed under such terms and condi-
tions, including any purported execu-
tion before the date authorized by CCC, 
shall be null and void. 

§ 1427.3 Definitions. 
The definitions in this section shall 

apply for all purposes of program ad-
ministration regarding the cotton loan 
and loan deficiency payment programs. 
The terms defined in part 718 of this 
title and parts 1412, 1421, 1425 and 1434 
of this chapter shall also apply, except 
where they conflict with definitions in 
this section. 

Adjusted spot price means the spot 
price adjusted to reflect any lack of 
data for base quality to make the ad-
justed spot price comparable to a spot 
price assuming the base quality. If base 
quality spot price data are not avail-
able, spot prices for other qualities will 
be used and adjusted by the average 
difference between base quality spot 
prices and those for other qualities 
over the available observations during 
the previous 12 months. 
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Approved cooperative marketing asso-
ciation (CMA) means a cooperative 
marketing association approved under 
part 1425 of this chapter which has exe-
cuted a Cotton Cooperative Loan 
Agreement on a form prescribed by 
CCC. 

Bale opening means the removal of 
the bagging and ties from a bale of eli-
gible upland cotton in the normal 
opening area, immediately before use, 
by a manufacturer in a building or col-
lection of buildings where the cotton in 
the bale will be used in the continuous 
process of manufacturing raw cotton 
into cotton products in the United 
States. 

Charges means all fees, costs, and ex-
penses incurred by CCC in insuring, 
carrying, handling, storing, condi-
tioning, and marketing the cotton ten-
dered to CCC for loan. Charges also in-
clude any other expenses incurred by 
CCC in protecting CCC’s or the pro-
ducer’s interest in such cotton. 

Commodity certificate exchange means 
the exchange, as provided in part 1404 
of this chapter, of commodities pledged 
as collateral for a marketing assist-
ance loan at a rate determined by CCC 
in the form of a commodity certificate 
bearing a dollar denomination. Such 
certificate may not be transferred or 
exchanged for the inventory of CCC. 

Consumption means the use of eligible 
cotton by a domestic user in the manu-
facture in the United States of cotton 
products. 

Cotton means upland cotton and 
extra loan staple cotton meeting the 
definition in the definitions of ‘‘upland 
cotton’’ and ‘‘extra long staple (ELS) 
cotton’’ in this section, respectively, 
and excludes cotton not meeting such 
definitions. 

Cotton clerk means a person approved 
by CCC to assist producers in preparing 
loan and loan deficiency documents. 

Cotton commercial bank means the 
bank designated as the financial insti-
tution for a CMA or loan servicing 
agent. 

Cotton product means any product 
containing cotton fibers that result 
from the use of a bale of cotton in man-
ufacturing. 

Cotton storage deficit area means a 
State, County, or group of contiguous 
counties within a State, where the pro-

duction of cotton for the area based on 
the most recent estimate from the 
USDA, National Agricultural Statis-
tics Service exceeds the combined ap-
proved inside storage capacity of ware-
houses that have entered into a Cotton 
Storage Agreement with CCC. 

Current shipment price means, during 
the period in which two daily price 
quotations are available for the growth 
quoted for M 13⁄32-inch cotton, C.I.F. 
northern Europe, the price quotation 
for cotton for shipment no later than 
August/September of the current cal-
endar year. 

Electronic Agent Designation is an 
electronic record that: 

(1) Designates the entity authorized 
by a producer to redeem all of the cot-
ton pledged as collateral for a specific 
loan; 

(2) Is maintained by providers of elec-
tronic warehouse receipts; and 

(3) A producer may authorize CCC to 
use as the basis for the redemption and 
release of loan collateral. 

Extra long staple (ELS) cotton means 
any of the following varieties of cotton 
which is produced in the United States 
and is ginned on a roller gin: 

(1) American-Pima; 
(2) All other varieties of the 

Barbadense species of cotton, and any 
hybrid thereof; and 

(3) Any other variety of cotton in 
which one or more of these varieties 
predominate. 

False packed cotton means cotton in a 
bale containing substances entirely 
foreign to cotton; containing damaged 
cotton in the interior with or without 
any indiction of the damage on the ex-
terior; composed of good cotton on the 
exterior and decidedly inferior cotton 
in the interior, but not detectable by 
customary examination; or, containing 
pickings or linters worked into the 
bale. 

Financial institution means: 
(1) A bank in the United States which 

accepts demand deposits; and 
(2) An association organized pursuant 

to Federal or State law and supervised 
by Federal or State banking authori-
ties. 

Form A loan means a nonrecourse 
loan entered into between a producer 
and CCC. 
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Form G loan means a CCC non-
recourse loan entered into between a 
CMA and CCC. 

Forward shipment price means, during 
the period in which two daily price 
quotations are available for the 
growths quoted for M 13⁄32-inch cotton, 
C.I.F. northern Europe, the price 
quotation for cotton for shipment no 
earlier than October/November of the 
current calendar year. 

Good condition means a bale of cotton 
that, by comparison with the photo-
graphic standards of ‘‘A Guide for Cot-
ton Bale Standards’’ of the Joint Cot-
ton Industry Bale Packaging Com-
mittee, is determined to be a Grade A 
or Grade B bale. 

Lint Cotton means cotton that has 
passed through the ginning process. 

Loan deficiency payment means a pay-
ment received in lieu of a loan when 
the CCC-determined value is below the 
applicable county loan rate. 

Loan servicing agent means a legal en-
tity that enters into a written agree-
ment with CCC to act as a loan serv-
icing agent for CCC in making and 
servicing Form A cotton loans. The 
loan servicing agent may perform, on 
behalf of CCC, only those services 
which are specifically prescribed by 
CCC including, but not limited to, the 
following: 

(1) Preparing and executing loan and 
loan deficiency payment documents; 

(2) Disbursing loan and loan defi-
ciency payment proceeds; 

(3) Handling reconcentration of cot-
ton under § 1427.16; 

(4) Accepting loan repayments; 
(5) Handling documents involved with 

forfeiture of loan collateral to CCC; 
and 

(6) Providing loan, loan deficiency 
payment, and accounting data to CCC 
for statistical purposes. 

Northern Europe current price means 
the average for the preceding Friday 
through Thursday of the current ship-
ment prices for the five lowest-priced 
growths of the growths quoted for M 
13⁄32-inch cotton, C.I.F. northern Eu-
rope. 

Northern Europe forward price means 
the average for the preceding Friday 
through Thursday of the forward ship-
ment prices for the five lowest-priced 
growths of the growths quoted for M 

13⁄32-inch cotton, C.I.F. northern Eu-
rope. 

Northern Europe price means, during 
the period in which only one daily 
price quotation is available for the 
growth quoted for M 13⁄32-inch cotton, 
C.I.F. northern Europe, the average of 
the price quotations for the preceding 
Friday through Thursday of the five 
lowest-priced growths of the growths 
quoted for M 13⁄32-inch cotton, C.I.F. 
northern Europe. 

Reconcentration means the process for 
moving CCC-owned cotton from one ap-
proved warehouse to another CCC-ap-
proved warehouse location. 

Seed cotton means cotton which has 
not passed through the ginning proc-
ess. 

Transfer means the process for a pro-
ducer or an authorized agent of the 
producer to move warehouse-stored 
loan collateral to another warehouse. 

U.S. Northern Europe current price 
means the average for the preceding 
Friday through Thursday of the cur-
rent shipment prices for the lowest- 
priced United States growth as quoted 
for M 13⁄32-inch cotton, C.I.F. northern 
Europe. 

U.S. Northern Europe forward price 
means the average for the preceding 
Friday through Thursday of the for-
ward shipment prices for the lowest- 
priced United States growth as quoted 
for M 13⁄32-inch cotton, C.I.F. northern 
Europe. 

U.S. Northern Europe price means, 
during the period in which only one 
daily price quotation is available for 
the United States growths quoted for 
M 13⁄32-inch cotton, C.I.F. northern Eu-
rope, the average of the price 
quotations for the preceding Friday 
through Thursday of the lowest-priced 
United States growth as quoted for M 
13⁄32-inch cotton, C.I.F. northern Eu-
rope. 

Upland cotton means planted and stub 
cotton which is produced in the United 
States from other than pure strain va-
rieties of the Barbadense species, any 
hybrid thereof, or any other variety of 
cotton which one or more of these vari-
eties predominate. 

Warehouse receipt means a receipt 
containing the required information 
prescribed in this part and is: 
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(1) A pre-numbered, pre-punched ne-
gotiable warehouse receipt issued 
under the authority of the U.S. Ware-
house Act, a state licensing authority, 
or by an approved CCC warehouse in 
such format authorized and approved, 
in advance, by CCC; 

(2) An electronic warehouse receipt 
record issued by such warehouse re-
corded in a central filing system or 
systems maintained in one or more lo-
cations that are approved by FSA to 
operate such system; or 

(3) Other such acceptable evidence of 
title, as determined by CCC. 

Wet cotton means a bale of cotton 
that, at a gin, has 7.5 percent or more 
moisture, wet basis, at any point in the 
bale. 

[67 FR 64459, Oct. 18, 2002, as amended at 71 
FR 51427, Aug. 30, 2006] 

§ 1427.4 Eligible producer. 
(a) To be an eligible producer, the 

producer must: 
(1) Be an individual, partnership, as-

sociation, corporation, estate, trust, 
State or political subdivision or agency 
thereof, or other legal entity that pro-
duces cotton as a landowner, landlord, 
tenant, or sharecropper; 

(2) Comply with all provisions of this 
part; and 

(i) 7 CFR part 12—Highly Erodible 
Land and Wetland Conservation: 

(ii) 7 CFR part 718—Provisions Appli-
cable to Multiple Programs; 

(iii) 7 CFR part 1400—Payment Limi-
tation and Payment Eligibility; 

(iv) 7 CFR part 1403—Debt Settle-
ment Policies and Procedures; and 

(v) 7 CFR part 1405—Loans, Purchases 
and Other Operations; and 

(3) Have made an acreage certifi-
cation with respect to all the cropland 
on the farm. 

(b) A receiver or trustee of an insol-
vent or bankrupt debtor’s estate, an 
executor or an administrator of a de-
ceased person’s estate, a guardian of an 
estate of a ward or an incompetent per-
son, and trustees of a trust estate shall 
be considered to represent the insol-
vent or bankrupt debtor, the deceased 
person, the ward or incompetent, and 
the beneficiaries of a trust, respec-
tively. The production of the receiver, 
executor, administrator, guardian, or 
trustee shall be considered to be the 

production of the person or estate rep-
resented by the receiver, executor, ad-
ministrator, guardian, or trust. Loan 
and loan deficiency payment docu-
ments executed by any such person will 
be accepted by CCC only if they are le-
gally valid and such person has the au-
thority to sign the applicable docu-
ments. 

(c) A minor who is otherwise an eligi-
ble producer shall be eligible to receive 
loans and loan deficiency payments 
only if the minor meets one of the fol-
lowing requirements: 

(1) The right of majority has been 
conferred on the minor by court pro-
ceedings or by statute; 

(2) A guardian has been appointed to 
manage the minor’s property and the 
applicable loan or loan deficiency pay-
ment documents are signed by the 
guardian; 

(3) Any note and security agreement 
or loan deficiency payment application 
signed by the minor is co-signed by a 
person determined by CCC to be finan-
cially responsible; or 

(4) A bond is furnished under which a 
surety guarantees to protect CCC from 
any loss incurred for which the minor 
would be liable had the minor been an 
adult. 

(d)(1) If more than one producer exe-
cutes a note and security agreement 
with CCC, each such producer shall be 
jointly and severally liable for the vio-
lation of the terms and conditions of 
the note and the regulations in this 
part. Each such producer shall also re-
main liable for repayment of the entire 
marketing assistance loan amount 
until the loan is fully repaid without 
regard to such producer’s claimed 
share in the commodity pledged as col-
lateral for the loan. In addition, such 
producer may not amend the note and 
security agreement with respect to the 
producer’s claimed share in such com-
modities, or loan proceeds, after execu-
tion of the note and security agree-
ment by CCC. 

(2) The cotton in a bale may have 
been produced by two or more eligible 
producers on one or more farms if the 
bale is not a repacked bale. 

(e) A CMA may obtain a marketing 
assistance loan and loan deficiency 
payments on eligible cotton on behalf 
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